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PUBLIC HEALTH SERVICE ACT 

[As Amended Through P.L. 112–240, Enacted January 2, 2013] 

øCurrency: This publication is a compilation of the text of title VI of Chapter 373 
of the 78th Congress. It was last amended by the public law listed in the As 
Amended Through note above and below at the bottom of each page of the pdf 
version and reflects current law through the date of the enactment of the public 
law listed at https://www.govinfo.gov/app/collection/comps/¿ 

øNote: While this publication does not represent an official version of any Federal 
statute, substantial efforts have been made to ensure the accuracy of its contents. 
The official version of Federal law is found in the United States Statutes at Large 
and in the United States Code. The legal effect to be given to the Statutes at 
Large and the United States Code is established by statute (1 U.S.C. 112, 204).¿ 

øReferences in brackets ø¿ are to title 42, United States Code¿ 

TITLE VI—ASSISTANCE FOR CONSTRUCTION AND MODERN- 
IZATION OF HOSPITALS AND OTHER MEDICAL FACILITIES 

DECLARATION OF PURPOSE 

SEC. 600. ø291¿ The purpose of this title is— 
(a) to assist the several States in the carrying out of their 

programs for the construction and modernization of such public 
or other nonprofit community hospitals and other medical fa-
cilities as may be necessary, in conjunction with existing facili-
ties, to furnish adequate hospital, clinic, or similar services to 
all their people; 

(b) to stimulate the development of new or improved types 
of physical facilities for medical, diagnostic, preventive, treat-
ment, or rehabilitative services; and 

(c) to promote research, experiments, and demonstrations 
relating to the effective development and utilization of hospital, 
clinic, or similar services, facilities, and resources, and to pro-
mote the coordination of such research, experiments, and dem-
onstrations and the useful application of their results. 

PART A—GRANTS AND LOANS FOR CONSTRUCTION AND 
MODERNIZATION OF HOSPITALS AND OTHER MEDICAL FACILITIES 

AUTHORIZATION OF APPROPRIATIONS FOR CONSTRUCTION AND 
MODERNIZATION GRANTS 

SEC. 601. ø291a¿ In order to assist the States in carrying out 
the purposes of section 600, there are authorized to be appro-
priated— 

(a) for the fiscal year ending June 30, 1974— 
(1) $20,800,000 for grants for the construction of public or 

other nonprofit facilities for long-term care; 
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2 Sec. 602 PUBLIC HEALTH SERVICE ACT 

(2) $70,000,000 for grants for the construction of public or 
other nonprofit outpatient facilities; 

(3) $15,000,000 for grants for the construction of public or 
other nonprofit rehabilitation facilities; 
(b) for grants for the construction of public or other nonprofit 

hospitals and public health centers, $150,000,000 for the fiscal year 
ending June 30, 1965, $160,000,000 for the fiscal year ending June 
30, 1966, $170,000,000 for the fiscal year ending June 30, 1967, 
$180,000,000 each for the next two fiscal years, $195,000,000 for 
the fiscal year ending June 30, 1970, $147,500,000 for the fiscal 
year ending June 30, 1971, $152,500,000 for the fiscal year ending 
June 30, 1972, $157,500,000 for the fiscal year ending June 30, 
1973, and $41,400,000 for the fiscal year ending June 30, 1974; and 

(c) for grants for modernization of the facilities referred to in 
paragraphs (a) and (b), $65,000,000 for the fiscal year ending June 
30, 1971, $80,000,000 for the fiscal year ending June 30, 1972, 
$90,000,000 for the fiscal year ending June 30, 1973, and 
$50,000,000 for the fiscal year ending June 30, 1974. 

STATE ALLOTMENTS 

SEC. 602. ø291b¿ (a)(1) Each State shall be entitled for each 
fiscal year to an allotment bearing the same ratio to the sums ap-
propriated for such year pursuant to subparagraphs (1), (2), and 
(3), respectively, of section 601(a), and to an allotment bearing the 
same ratio to the sums appropriated for such year pursuant to sec-
tion 601(b), as the product of— 

(A) the population of such State, and 
(B) the square of its allotment percentage, 

bears to the sum of the corresponding products for all of the States. 
(2) For each fiscal year, the Secretary shall, in accordance with 

regulations, make allotments among the States, from the sums ap-
propriated for such year under section 601(c), on the basis of the 
population, the financial need, and the extent of the need for mod-
ernization of the facilities referred to in paragraphs (a) and (b) of 
section 601, of the respective States. 

(b)(1) The allotment to any State under subsection (a) for any 
fiscal year which is less than— 

(A) $50,000 for the Virgin Islands, American Samoa, the 
Trust Territory of the Pacific Islands, or Guam and $100,000 
for any other State, in the case of an allotment for grants for 
the construction of public or other nonprofit rehabilitation fa-
cilities. 

(B) $100,000 for the Virgin Islands, American Samoa, the 
Trust Territory of the Pacific Islands, or Guam and $200,000 
for any other State in the case of an allotment for grants for 
the construction of public or other nonprofit outpatient facili-
ties. 

(C) $200,000 for the Virgin Islands, American Samoa, the 
Trust Territory of the Pacific Islands, or Guam and $300,000 
for any other State in the case of an allotment for grants for 
the construction of public or other nonprofit facilities for long- 
term care or for the construction of public or other nonprofit 
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3 Sec. 602 PUBLIC HEALTH SERVICE ACT 

hospitals and public health centers, or for the modernization of 
facilities referred to in paragraph (a) or (b) of section 601, or 

(D) $200,000 for the Virgin Islands, American Samoa, the 
Trust Territory of the Pacific Islands, or Guam and $300,000 
for any other State in the case of an allotment for grants for 
the modernization of facilities referred to in paragraphs (a) and 
(b) of section 601, 

shall be increased to that amount, the total of the increases there-
by required being derived by proportionately reducing the allot-
ment from appropriations under such subparagraph or paragraph 
to each of the remaining States under subsection (a) of this section, 
but with such adjustments as may be necessary to prevent the al-
lotment of any of such remaining States from appropriations under 
such subparagraph or paragraph from being thereby reduced to 
less than that amount. 

(2) An allotment of the Virgin Islands, American Samoa, the 
Trust Territory of the Pacific Islands, or Guam for any fiscal year 
may be increased as provided in paragraph (1) only to the extent 
it satisfies the Surgeon General, at such time prior to the begin-
ning of such year as the Surgeon General may designate, that such 
increase will be used for payments under and in accordance with 
the provisions of this part. 

(c) For the purposes of this part— 
(1) The ‘‘allotment percentage’’ for any State shall be 100 

per centum less that percentage which bears the same ratio to 
50 per centum as the per capita income of such State bears to 
the per capita income of the United States, except that (A) the 
allotment percentage shall in no case be more than 75 per cen-
tum or less than 331⁄3 per centum, and (B) the allotment per-
centage for the Commonwealth of Puerto Rico, Guam, Amer-
ican Samoa, the Trust Territory of the Pacific Islands, and the 
Virgin Islands shall be 75 per centum. 

(2) The allotment percentages shall be determined by the 
Surgeon General between July 1 and September 30 of each 
even-numbered year, on the basis of the average of the per cap-
ita incomes of each of the States and of the United States for 
the three most recent consecutive years for which satisfactory 
data are available from the Department of Commerce, and the 
States shall be notified promptly thereof. Such determination 
shall be conclusive for each of the two fiscal years in the period 
beginning July 1 next succeeding such determination. 

(3) The population of the several States shall be deter-
mined on the basis of the latest figures certified by the Depart-
ment of Commerce. 

(4) The term ‘‘United States’’ means (but only for purposes 
of paragraphs (1) and (2)) the fifty States and the District of 
Columbia. 
(d)(1) Any sum allotted to a State, other than the Virgin Is-

lands, American Samoa, the Trust Territory of the Pacific Islands, 
and Guam for a fiscal year under this section and remaining unob-
ligated at the end of such year shall remain available to such 
State, for the purpose for which made, for the next two fiscal years 
(and for such years only), in addition to the sums allotted to such 
State for such purposes for such next two fiscal years. 
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4 Sec. 602 PUBLIC HEALTH SERVICE ACT 

(2) Any sum allotted to the Virgin Islands, American Samoa, 
the Trust Territory of the Pacific Islands, or Guam for a fiscal year 
under this section and remaining unobligated at the end of such 
year shall remain available to it, for the purpose for which made, 
for the next two fiscal years (and for such years only), in addition 
to the sums allotted to it for such purpose for each of such next 
two fiscal years. 

(e)(1) Upon the request of any State that a specified portion of 
any allotment of such State under subsection (a) for any fiscal year 
be added to any other allotment or allotments of such State under 
such subsection for such year, the Secretary shall promptly (but 
after application of subsection (b)) adjust the allotments of such 
State in accordance with such request and shall notify the State 
agency; except that the aggregate of the portions so transferred 
from an allotment for a fiscal year pursuant to this paragraph may 
not exceed the amount specified with respect to such allotment in 
clause (A), (B), (C), or (D), as the case may be, of subsection (b)(1) 
which is applicable to such State. 

(2) In addition to the transfer of portions of allotments under 
paragraph (1), upon the request of any State that a specified por-
tion of any allotment of such State under subsection (a), other than 
an allotment for grants for the construction of public or other non-
profit rehabilitation facilities, be added to another allotment of 
such State under such subsection, other than an allotment for 
grants for the construction of public or other nonprofit hospitals 
and public health centers, and upon simultaneous certification to 
the Secretary by the State agency in such State to the effect that— 

(A) it has afforded a reasonable opportunity to make appli-
cations for the portion so specified and there have been no ap-
provable applications for such portions, or 

(B) in the case of a request to transfer a portion of an al-
lotment for grants for the construction of public or other non-
profit hospitals and public health centers, use of such portion 
as requested by such State agency will better carry out the 
purposes of this title, 

the Secretary shall promptly (but after application of subsection 
(b)) adjust the allotments of such State in accordance with such re-
quest and shall notify the State agency. 

(3) In addition to the transfer of portions of allotments under 
paragraph (1) or (2), upon the request of any State that a specified 
portion of an allotment of such State under paragraph (2) of sub-
section (a) be added to an allotment of such State under paragraph 
(1) of such subsection for grants for the construction of public or 
other nonprofit hospitals and public health centers, and upon si-
multaneous certification by the State agency in such State to the 
effect that the need for new public or other nonprofit hospitals and 
public health centers is substantially greater than the need for 
modernization of facilities referred to in paragraph (a) or (b) of sec-
tion 601, the Secretary shall promptly (but after application of sub-
section (b) of this section) adjust the allotments of such State in ac-
cordance with such request and shall notify the State agency. 

(4) After adjustment of allotments of any State, as provided in 
paragraph (1), (2), or (3) of this subsection, the allotments as so ad-
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justed shall be deemed to be the State’s allotments under this sec-
tion. 

(f) In accordance with regulations, any State may file with the 
Surgeon General a request that a specified portion of an allotment 
to it under this part for grants for construction of any type of facil-
ity, or for modernization of facilities, be added to the corresponding 
allotment of another State for the purpose of meeting a portion of 
the Federal share of the cost of a project for the construction of a 
facility of that type in such other State, or for modernization of a 
facility in such other State, as the case may be. If it is found by 
the Surgeon General (or, in the case of a rehabilitation facility, by 
the Surgeon General and the Secretary) that construction or mod-
ernization of the facility with respect to which the request is made 
would meet needs of the State making the request and that use of 
the specified portion of such State’s allotment, as requested by it, 
would assist in carrying out the purposes of this title, such portion 
of such State’s allotment shall be added to the corresponding allot-
ment of the other State, to be used for the purpose referred to 
above. 

GENERAL REGULATIONS 

SEC. 603. ø291c¿ The Surgeon General, with the approval of 
the Federal Hospital Council and the Secretary of Health, Edu-
cation, and Welfare, shall by general regulations prescribe— 

(a) the general manner in which the State agency shall deter-
mine the priority of projects based on the relative need of different 
areas lacking adequate facilities of various types for which assist-
ance is available under this part, giving special consideration— 

(1) in the case of projects for the construction of hospitals, 
to facilities serving areas with relatively small financial re-
sources and, at the option of the State, rural communities; 

(2) in the case of projects for the construction of rehabilita-
tion facilities, to facilities operated in connection with a univer-
sity teaching hospital which will provide an integrated pro-
gram of medical, psychological, social, and vocational evalua-
tion and services under competent supervision; 

(3) in the case of projects for modernization of facilities, to 
facilities serving densely populated areas; 

(4) in the case of projects for construction or modernization 
of outpatient facilities, to any outpatient facility that will be lo-
cated in, and provide services for residents of, an area deter-
mined by the Secretary to be a rural or urban poverty area; 

(5) to projects for facilities which, alone or in conjunction 
with other facilities, will provide comprehensive health care, 
including outpatient and preventive care as well as hospitaliza-
tion; 

(6) to facilities which will provide training in health or al-
lied health professions; and 

(7) to facilities which will provide to a significant extent, 
for the treatment of alcoholism; 
(b) general standards of construction and equipment for facili-

ties of different classes and in different types of location, for which 
assistance is available under this part; 
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6 Sec. 604 PUBLIC HEALTH SERVICE ACT 

(c) criteria for determining needs for general hospital and long- 
term care beds, and needs for hospitals and other facilities for 
which aid under this part is available, and for developing plans for 
the distribution of such beds and facilities; 

(d) criteria for determining the extent to which existing facili-
ties, for which aid under this part is available, are in need of mod-
ernization; and 

(e) that the State plan shall provide for adequate hospitals, 
and other facilities for which aid under this part is available, for 
all persons residing in the State, and adequate hospitals (and such 
other facilities) to furnish needed services for persons unable to pay 
therefor. Such regulations may also require that before approval of 
an application for a project is recommended by a State agency to 
the Surgeon General for approval under this part, assurance shall 
be received by the State from the applicant that (1) the facility or 
portion thereof to be constructed or modernized will be made avail-
able to all persons residing in the territorial area of the applicant; 
and (2) there will be made available in the facility or portion there-
of to be constructed or modernized a reasonable volume of services 
to persons unable to pay therefor, but an exception shall be made 
if such a requirement is not feasible from a financial viewpoint. 

STATE PLANS 

SEC. 604. ø291d¿ (a) Any State desiring to participate in this 
part may submit a State plan. Such plan must— 

(1) designate a single State agency as the sole agency for 
the administration of the plan, or designate such agency as the 
sole agency for supervising the administration of the plan; 

(2) contain satisfactory evidence that the State agency des-
ignated in accordance with paragraph (1) will have authority 
to carry out such plan in conformity with this part; 

(3) provide for the designation of a State advisory council 
which shall include (A) representatives of nongovernmental or-
ganizations or groups, and of public agencies, concerned with 
the operation, construction, or utilization of hospital or other 
facilities for diagnosis, prevention, or treatment of illness or 
disease, or for provision of rehabilitation services, and rep-
resentatives particularly concerned with education or training 
of health professions personnel, and (B) an equal number of 
representatives of consumers familiar with the need for the 
services provided by such facilities, to consult with the State 
agency in carrying out the plan, and provide, if such council 
does not include any representatives of nongovernmental orga-
nizations or groups, or State agencies, concerned with rehabili-
tation, for consultation with organizations, groups, and State 
agencies so concerned; 

(4) set forth, in accordance with criteria established in reg-
ulations prescribed under section 603 and on the basis of a 
statewide inventory of existing facilities, a survey of need, and 
(except to the extent provided by or pursuant to such regula-
tions) community, area, or regional plans— 

(A) the number of general hospital beds and long-term 
care beds, and the number and types of hospital facilities 
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7 Sec. 604 PUBLIC HEALTH SERVICE ACT 

and facilities for long-term care, needed to provide ade-
quate facilities for inpatient care of people residing in the 
State, and a plan for the distribution of such beds and fa-
cilities in service areas throughout the State; 

(B) the public health centers needed to provide ade-
quate public health services for people residing in the 
State, and a plan for the distribution of such centers 
throughout the State; 

(C) the outpatient facilities needed to provide ade-
quate diagnostic or treatment services to ambulatory pa-
tients residing in the State, and a plan for distribution of 
such facilities throughout the State; 

(D) the rehabilitation facilities needed to assure ade-
quate rehabilitation services for disabled persons residing 
in the State, and a plan for distribution of such facilities 
throughout the State; and 

(E) effective January 1, 1966, the extent to which ex-
isting facilities referred to in section 601 (a) or (b) in the 
State are in need of modernization; 
(5) set forth a construction and modernization program 

conforming to the provisions set forth pursuant to paragraph 
(4) and regulations prescribed under section 603 and providing 
for construction or modernization of the hospital or long-term 
care facilities, public health centers, outpatient facilities and 
rehabilitation facilities which are needed, as determined under 
the provisions so set forth pursuant to paragraph (4); 

(6) set forth, with respect to each of such types of medical 
facilities, the relative need, determined in accordance with reg-
ulations prescribed under section 603, for projects for facilities 
of that type, and provide for the construction or modernization, 
insofar as financial resources available therefor and for main-
tenance and operation make possible, in the order of such rel-
ative need; 

(7) provide minimum standards (to be fixed in the discre-
tion of the State) for the maintenance and operation of facili-
ties providing inpatient care which receive aid under this part 
and, effective July 1, 1966, provide for enforcement of such 
standards with respect to projects approved by the Surgeon 
General under this part after June 30, 1964; 

(8) provide such methods of administration of the State 
plan, including methods relating to the establishment and 
maintenance of personnel standards on a merit basis (except 
that the Surgeon General shall exercise no authority with re-
spect to the selection, tenure of office, or compensation of any 
individual employed in accordance with such methods), as are 
found by the Surgeon General to be necessary for the proper 
and efficient operation of the plan; 

(9) provide for affording to every applicant for a construc-
tion or modernization project an opportunity for a hearing be-
fore the State agency; 

(10) provide that the State agency will make such reports, 
in such form and containing such information, as the Surgeon 
General may from time to time reasonably require, and will 
keep such records and afford such access thereto as the Sur-
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8 Sec. 605 PUBLIC HEALTH SERVICE ACT 

geon General may find necessary to assure the correctness and 
verification of such reports; 

(11) provide that the Comptroller General of the United 
States or his duly authorized representatives shall have access 
for the purpose of audit and examination to the records speci-
fied in paragraph (10); 

(12) provide that the State agency will from time to time, 
but not less often than annually, review its State plan and sub-
mit to the Surgeon General any modifications thereof which it 
considers necessary; and 

(13) effective July 1, 1971, provide that before any project 
for construction or modernization of any general hospital is ap-
proved by the State agency there will be reasonable assurance 
of adequate provision for extended care services (as determined 
in accordance with regulations) to patients of such hospital 
when such services are medically appropriate for them, with 
such services being provided in facilities which (A) are struc-
turally part of, physically connected with, or in immediate 
proximity to, such hospital, and (B) either (i) are under the su-
pervision of the professional staff of such hospital or (ii) have 
organized medical staffs and have in effect transfer agreements 
with such hospital; except that the Secretary may, at the re-
quest of the State agency, waive compliance with clause (A) or 
(B), or both such clauses, as the case may be, in the case of 
any project if the State agency has determined that compliance 
with such clause or clauses in such case would be inadvisable. 
(b) The Surgeon General shall approve any State plan and any 

modification thereof which complies with the provisions of sub-
section (a). If any such plan or modification thereof shall have been 
disapproved by the Surgeon General for failure to comply with sub-
section (a), the Federal Hospital Council shall, upon request of the 
State agency, afford it an opportunity for hearing. If such Council 
determines that the plan or modification complies with the provi-
sions of such subsection, the Surgeon General shall thereupon ap-
prove such plan or modification. 

APPROVAL OF PROJECTS FOR CONSTRUCTION OR MODERNIZATION 

SEC. 605. ø291e¿ (a) For each project pursuant to a State plan 
approved under this part, there shall be submitted to the Surgeon 
General, through the State agency, an application by the State or 
a political subdivision thereof or by a public or other nonprofit 
agency. If two or more such agencies join in the project, the appli-
cation may be filed by one or more of such agencies. Such applica-
tion shall set forth— 

(1) a description of the site for such project; 
(2) plans and specifications therefor, in accordance with 

regulations prescribed under section 603; 
(3) reasonable assurance that title to such site is or will be 

vested on one or more of the agencies filing the application or 
in a public or other nonprofit agency which is to operate the 
facility on completion of the project; 
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(4) reasonable assurance that adequate financial support 
will be available for the completion of the project and for its 
maintenance and operation when completed; 

(5) reasonable assurance that all laborers and mechanics 
employed by contractors or subcontractors in the performance 
of construction or modernization on the project will be paid 
wages at rates not less than those prevailing on similar work 
in the locality as determined by the Secretary of Labor in ac-
cordance with the Davis-Bacon Act, as amended (40 U.S.C. 
276a—276a–5); and the Secretary of Labor shall have with re-
spect to the labor standards specified in this paragraph the au-
thority and functions set forth in Reorganization Plan Num-
bered 14 of 1950 (15 F.R. 3176; 5 U.S.C. 133z–15) and section 
2 of the Act of June 13, 1934, as amended (40 U.S.C. 276c); 
and 

(6) a certification by the State agency of the Federal share 
for the project. 
(b) The Surgeon General shall approve such application if suffi-

cient funds to pay the Federal share of the cost of such project are 
available from the appropriate allotment to the State, and if the 
Surgeon General finds (1) that the application contains such rea-
sonable assurance as to title, financial support, and payment of 
prevailing rates of wages; (2) that the plans and specifications are 
in accord with the regulations prescribed pursuant to section 603; 
(3) that the application is in conformity with the State plan ap-
proved under section 604 and contains an assurance that in the op-
eration of the project there will be compliance with the applicable 
requirements of the regulations prescribed under section 603(e), 
and with State standards for operation and maintenance; and (4) 
that the application has been approved and recommended by the 
State agency, opportunity has been provided, prior to such approval 
and recommendation, for consideration of the project by the public 
or nonprofit private agency or organization which has developed 
the comprehensive regional, metropolitan area, or other local area 
plan or plans referred to in section 314(b) covering the area in 
which such project is to be located or, if there is no such agency 
or organization, by the State agency administering or supervising 
the administration of the State plan approved under section 314(a), 
and the application is for a project which is entitled to priority over 
other projects within the State in accordance with the regulations 
prescribed pursuant to section 603(a). Notwithstanding the pre-
ceding sentence, the Surgeon General may approve such an appli-
cation for a project for construction or modernization of a rehabili-
tation facility only if it is also approved by the Secretary of Health, 
Education, and Welfare. 

(c) No application shall be disapproved until the Surgeon Gen-
eral has afforded the State agency an opportunity for a hearing. 

(d) Amendment of any approved application shall be subject to 
approval in the same manner as an original application. 

(e) Notwithstanding any other provision of this title, no appli-
cation for an outpatient facility shall be approved under this sec-
tion unless the applicant is (1) a State, political subdivision, or 
public agency, or (2) a corporation or association which owns and 
operates a nonprofit hospital (as defined in section 645) or which 
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provides reasonable assurance that the services of a general hos-
pital will be available to patients of such facility who are in need 
of hospital care. 

PAYMENTS FOR CONSTRUCTION OR MODERNIZATION 

SEC. 606. ø291f¿ (a) Upon certification to the Surgeon General 
by the State agency, based upon inspection by it, that work has 
been performed upon a project, or purchases have been made, in 
accordance with the approved plans and specifications, and that 
payment of an installment is due to the applicant, such installment 
shall be paid to the State, from the applicable allotment of such 
State, except that (1) if the State is not authorized by law to make 
payments to the applicant, or if the State so requests, the payment 
shall be made directly to the applicant, (2) if the Surgeon General, 
after investigation or otherwise, has reason to believe that any act 
(or failure to act) has occurred requiring action pursuant to section 
607, payment may, after he has given the State agency notice of 
opportunity for hearing pursuant to such section, be withheld, in 
whole or in part, pending corrective action or action based on such 
hearing, and (3) the total of payments under this subsection with 
respect to such project may not exceed an amount equal to the Fed-
eral share of the cost of construction of such project. 

(b) In case an amendment to an approved application is ap-
proved as provided in section 605 or the estimated cost of a project 
is revised upward, any additional payment with respect thereto 
may be made from the applicable allotment of the State for the fis-
cal year in which such amendment or revision is approved. 

(c)(1) At the request of any State, a portion of any allotment 
or allotments of such State under this part shall be available to 
pay one-half (or such smaller share as the State may request) of 
the expenditures found necessary by the Surgeon General for the 
proper and efficient administration during such year of the State 
plan approved under this part; except that not more than 4 per 
centum of the total of the allotments of such State for a year, or 
$100,000, whichever is less, shall be available for such purpose for 
such year. Payments of amounts due under this paragraph may be 
made in advance or by way of reimbursement, and in such install-
ments, as the Surgeon General may determine. 

(2) Any amount paid under paragraph (1) to any State for any 
fiscal year shall be paid on condition that there shall be expended 
from State sources for such year for administration of the State 
plan approved under this part not less than the total amount ex-
pended for such purposes from such sources during the fiscal year 
ending June 30, 1970. 

WITHHOLDING OF PAYMENTS 

SEC. 607. ø291g¿ Whenever the Surgeon General, after reason-
able notice and opportunity for hearing to the State agency des-
ignated as provided in section 604(a)(1), finds— 

(a) that the State agency is not complying substantially 
with the provisions required by section 604 to be included in 
its State plan; or 
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(b) that any assurance required to be given in an applica-
tion filed under section 605 is not being or cannot be carried 
out; or 

(c) that there is a substantial failure to carry out plans 
and specifications approved by the Surgeon General under sec-
tion 605; or 

(d) that adequate State funds are not being provided annu-
ally for the direct administration of the State plan, 

the Surgeon General may forthwith notify the State agency that— 
(e) no further payments will be made to the State under 

this part, or 
(f) no further payments will be made from the allotments 

of such State from appropriations under any one or more sub-
paragraphs or paragraphs of section 601, or for any project or 
projects, designated by the Surgeon General as being affected 
by the action or inaction referred to in paragraph (a), (b), (c), 
or (d) of this section, as the Surgeon General may determine 
to be appropriate under the circumstances; and, except with re-
gard to any project for which the application has already been 
approved and which is not directly affected, further payments 
may be withheld, in whole or in part, until there is no longer 
any failure to comply (or carry out the assurance or plans and 
specifications or provide adequate State funds, as the case may 
be) or, if such compliance (or other action) is impossible, until 
the State repays or arranges for the repayment of Federal 
moneys to which the recipient was not entitled. 

JUDICIAL REVIEW 

SEC. 608. ø291h¿ (a) If the Surgeon General refuses to approve 
any application for a project submitted under section 605 or section 
610, the State agency through which such application was sub-
mitted, or if any State is dissatisfied with his action under section 
607 such State may appeal to the United States court of appeals 
for the circuit in which such State is located, by filing a petition 
with such court within sixty days after such action. A copy of the 
petition shall be forthwith transmitted by the clerk of the court to 
the Surgeon General, or any officer designated by him for that pur-
pose. The Surgeon General shall thereupon file in the court the 
record of the proceedings on which he based his action, as provided 
in section 2112 of title 28, United States Code. Upon the filing of 
such petition, the court shall have jurisdiction to affirm the action 
of the Surgeon General or to set it aside, in whole or in part, tem-
porarily or permanently, but until the filing of the record, the Sur-
geon General may modify or set aside his order. 

(b) The findings of the Surgeon General as to the facts, if sup-
ported by substantial evidence, shall be conclusive, but the court, 
for good cause shown, may remand the case to the Surgeon General 
to take further evidence, and the Surgeon General may thereupon 
make new or modified findings of fact and may modify his previous 
action, and shall file in the court the record of the further pro-
ceedings. Such new or modified findings of fact shall likewise be 
conclusive if supported by substantial evidence. 
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1 Subtitle D of title VII of Public Law 100–607 waived the applicability of section 609 regard-
ing a specified medical facility if certain conditions relating to satisfaction of the obligations 
under section 603(e) were met. (The text of such subtitle D is provided in this compilation under 
the heading ‘‘Waiver Regarding Title VI of Public Health Service Act’’.) Private Law 99–21 pro-
vided such a waiver regarding another specified medical facility. 

(c) The judgment of the court affirming or setting aside, in 
whole or in part, any action of the Surgeon General shall be final, 
subject to review by the Supreme Court of the United States upon 
certiorari or certification as provided in section 1254 of title 28, 
United States Code. The commencement of proceedings under this 
section shall not, unless so specifically ordered by the court, oper-
ate as a stay of the Surgeon General’s action. 

RECOVERY 

SEC. 609. 1 ø291i¿ (a) If any facility with respect to which 
funds have been paid under section 606 shall, at any time within 
20 years after the completion of construction or modernization— 

(1) be sold or transferred to any entity (A) which is not 
qualified to file an application under section 605, or (B) which 
is not approved as a transferee by the State agency designated 
pursuant to section 604, or its successor, or 

(2) cease to be a public health center or a public or other 
nonprofit hospital, outpatient facility, facility for long-term 
care, or rehabilitation facility, 

the United States shall be entitled to recover, whether from the 
transferor or the transferee (or, in the case of a facility which has 
ceased to be public or nonprofit, from the owners thereof) an 
amount determined under subsection (c). 

(b) The transferor of a facility which is sold or transferred as 
described in subsection (a)(1), or the owner of a facility the use of 
which is changed as described in subsection (a)(2), shall provide the 
Secretary written notice of such sale, transfer, or change not later 
than the expiration of 10 days from the date on which such sale, 
transfer, or change occurs. 

(c)(1) except as provided in paragraph (2), the amount the 
United States shall be entitled to recover under subsection (a) is 
an amount bearing the same ratio to the then value (as determined 
by the agreement of the parties or in an action brought in the dis-
trict court of the United States for the district for which the facility 
involved is situated) of so much of the facility as constituted an ap-
proved project or projects as the amount of the Federal participa-
tion bore to the cost of the construction or modernization of such 
project or projects. 

(2)(A) After the expiration of— 
(i) 180 days after the date of the sale, transfer, or change 

of use for which a notice is required by subsection (b), in the 
case of a facility which is sold or transferred or the use of 
which changes after the date of the enactment of this sub-
section, or 

(ii) thirty days after the date of the enactment of this sub-
section or if later 180 days after the date of the sale, transfer, 
or change of use for which a notice is required by subsection 
(b), in the case of a facility which was sold or transferred or 
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2 So in law. The period probably should be a comma. 

the use of which changed before the date of the enactment of 
this subsection. 2 

the amount which the United States is entitled to recover under 
paragraph (1) with respect to a facility shall be the amount pre-
scribed by paragraph (1) plus interest, during the period described 
in subparagraph (B), at a rate (determined by the Secretary) based 
on the average of the bond equivalent of the weekly ninety-day 
Treasury bill auction rate. 

(B) The period referred to in subparagraph (A) is the period be-
ginning— 

(i) in the case of a facility which was sold or transferred 
or the use of which changed before the date of the enactment 
of this subsection, thirty days after such date or if later 180 
days after the date of the sale, transfer, or change of use for 
which a notice is required by subsection (b), 

(ii) in the case of a facility with respect to which notice is 
provided in accordance with subsection (b), upon the expiration 
of 180 days after the receipt of such notice, or 

(iii) in the case of a facility with respect to which such no-
tice is not provided as prescribed by subsection (b), on the date 
of the sale, transfer, or change of use for which such notice was 
to be provided, 

and ending on the date the amount the United States is entitled 
to under paragraph (1) is collected. 

(d)(1) The Secretary may waive the recovery rights of the 
United States under subsection (a)(1) with respect to a facility in 
any State if the Secretary determines, in accordance with regula-
tions, that the entity to which the facility was sold or transferred— 

(A) has established an irrevocable trust— 
(i) in an amount equal to the greater of twice the cost 

of the remaining obligation of the facility under clause (2) 
of section 603(e) or the amount, determined under sub-
section (c), that the United States is entitled to recover, 
and 

(ii) which will only be used by the entity to provide the 
care required by clause (2) of section 603(e); and 
(B) will meet the obligation of the facility under clause (1) 

of section 603(e). 
(2) The Secretary may waive the recovery rights of the United 

States under subsection (a)(2) with respect to a facility in any State 
if the Secretary determines, in accordance with regulations, that 
there is good cause for waiving such rights with respect to such fa-
cility. 

(e) The right of recovery of the United States under subsection 
(a) shall not constitute a lien on any facility with respect to which 
funds have been paid under section 606. 

LOANS FOR CONSTRUCTION OR MODERNIZATION OF HOSPITALS AND 
OTHER MEDICAL FACILITIES 

SEC. 610. ø291j¿ (a) In order further to assist the States in car-
rying out the purposes of this title, the Surgeon General is author-
ized to make a loan of funds to the applicant for any project for 
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construction or modernization which meets all of the conditions 
specified for a grant under this part. 

(b) Except as provided in this section, an application for a loan 
with respect to any project under this part shall be submitted, and 
shall be approved by the Surgeon General, in accordance with the 
same procedures and subject to the same limitations and conditions 
as would be applicable to the making of a grant under this part for 
such project. Any such application may be approved in any fiscal 
year only if sufficient funds are available from the allotment for the 
type of project involved. All loans under this section shall be paid 
directly to the applicant. 

(c)(1) The amount of a loan under this part shall not exceed an 
amount equal to the Federal share of the estimated cost of con-
struction or modernization under the project. Where a loan and a 
grant are made under this part with respect to the same project, 
the aggregate amount of such loan and such grant shall not exceed 
an amount equal to the Federal share of the estimated cost of con-
struction or modernization under the project. Each loan shall bear 
interest at the rate arrived at by adding one-quarter of 1 per cen-
tum per annum to the rate which the Secretary of the Treasury de-
termines to be equal to the current average yield on all outstanding 
marketable obligations of the United States as of the last day of 
the month preceding the date the application for the loan is ap-
proved and by adjusting the result so obtained to the nearest one- 
eighth of 1 per centum. Each loan made under this part shall ma-
ture not more than forty years after the date on which such loan 
is made, except that nothing in this part shall prohibit the pay-
ment of all or part of the loan at any time prior to the maturity 
date. In addition to the terms and conditions provided for, each 
loan under this part shall be made subject to such terms, condi-
tions, and covenants relating to repayment of principal, payment of 
interest, and other matters as may be agreed upon by the applicant 
and the Surgeon General. 

(2) The Surgeon General may enter into agreements modifying 
any of the terms and conditions of a loan made under this part 
whenever he determines such action is necessary to protect the fi-
nancial interest of the United States. 

(3) If, at any time before a loan for a project has been repaid 
in full, any of the events specified in clause (a) or clause (b) of sec-
tion 609 occurs with respect to such project, the unpaid balance of 
the loan shall become immediately due and payable by the appli-
cant, and any transferee of the facility shall be liable to the United 
States for such repayment. 

(d) Any loan under this part shall be made out of the allotment 
from which a grant for the project concerned would be made. Pay-
ments of interest and repayments of principal on loans under this 
part shall be deposited in the Treasury as miscellaneous receipts. 

PART B—LOAN GUARANTEES AND LOANS FOR MODERNIZATION AND 
CONSTRUCTION OF HOSPITALS AND OTHER MEDICAL FACILITIES 

AUTHORIZATION OF LOAN GUARANTEES AND LOANS 

SEC. 621. ø291j–1¿ (a)(1) In order to assist nonprofit private 
agencies to carry out needed projects for the modernization or con-
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struction of nonprofit private hospitals, facilities for long-term care, 
outpatient facilities, and rehabilitation facilities, the Secretary, 
during the period July 1, 1970, through June 30, 1974, may, in ac-
cordance with the provisions of this part, guarantee to non-Federal 
lenders making loans to such agencies for such projects, payment 
of principal of and interest on loans, made by such lenders, which 
are approved under this part. 

(2) In order to assist public agencies to carry out needed 
projects for the modernization or construction of public health cen-
ters, and public hospitals, facilities for long-term care, outpatient 
facilities, and rehabilitation facilities, the Secretary, during the pe-
riod July 1, 1970, through June 30, 1974, may, in accordance with 
the provisions of this part, make loans to such agencies which shall 
be sold and guaranteed in accordance with section 627. 

(b)(1) No loan guarantee under this part with respect to any 
modernization or construction project may apply to so much of the 
principal amount thereof as, when added to the amount of any 
grant or loan under part A with respect to such project, exceeds 90 
per centum of the cost of such project. 

(2) No loan to a public agency under this part shall be made 
in an amount which, when added to the amount of any grant or 
loan under part A with respect to such project, exceeds 90 per cen-
tum of the cost of such project. 

(c) The Secretary, with the consent of the Secretary of Housing 
and Urban Development, shall obtain from the Department of 
Housing and Urban Development such assistance with respect to 
the administration of this part as will promote efficiency and econ-
omy thereof. 

ALLOCATION AMONG THE STATES 

SEC. 622. ø291j–2¿ (a) For each fiscal year, the total amount 
of principal of loans to nonprofit private agencies which may be 
guaranteed or loans to public agencies which may be directly made 
under this part shall be allotted by the Secretary among the States, 
in accordance with regulations, on the basis of each State’s relative 
population, financial need, need for construction of the facilities re-
ferred to in section 621(a), and need for modernization of such fa-
cilities. 

(b) Any amount allotted under subsection (a) to a State for a 
fiscal year ending before July 1, 1973, and remaining unobligated 
at the end of such year shall remain available to such State, for 
the purpose for which made, for the next two fiscal years (and for 
such years only), and any such amount shall be in addition to the 
amounts allotted to such State for such purpose for each of such 
next two fiscal years; except that, with the consent of any such 
State, any such amount remaining unobligated at the end of the 
first of such next fiscal year may be reallotted (on such basis as the 
Secretary deems equitable and consistent with the purposes of this 
title) to other States which have need therefor. Any amounts so re-
allotted to a State shall be available for the purposes for which 
made until the close of the second such next two fiscal years and 
shall be in addition to the amount allotted and available to such 
State for the same period. 
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(c) Any amount allotted or reallotted to a State under this sec-
tion for a fiscal year shall not, until the expiration of the period 
during which it is available for obligation, be considered as avail-
able for allotment for a subsequent fiscal year. 

(d) The allotments of any State under subsection (a) for the fis-
cal year ending June 30, 1971, and the succeeding fiscal year shall 
also be available to guarantee loans with respect to any project, for 
modernization or construction of a nonprofit private hospital or 
other health facility referred to in section 621(a)(1), if the mod-
ernization or construction of such facility was not commenced ear-
lier than January 1, 1968, and if the State certifies and the Sec-
retary finds that without such guaranteed loan such facility could 
not be completed and begin to operate or could not continue to op-
erate, but with such guaranteed loan would be able to do so: Pro-
vided, That this subsection shall not apply to more than two 
projects in any one State. 

APPLICATIONS AND CONDITIONS 

SEC. 623. ø291j–3¿ (a) For each project for which a guarantee 
of a loan to a nonprofit private agency or a direct loan to a public 
agency is sought under this part, there shall be submitted to the 
Secretary, through the State agency designated in accordance with 
section 604, an application by such private nonprofit agency or by 
such public agency. If two or more private nonprofit agencies, or 
two or more public agencies, join in the project, the application may 
be filed by one or more such agencies. Such application shall (1) set 
forth all of the descriptions, plans, specifications, assurances, and 
information which are required by the third sentence of section 
605(a) (other than clause (6) thereof) with respect to applications 
submitted under that section, (2) contain such other information as 
the Secretary may require to carry out the purposes of this part, 
and (3) include a certification by the State agency of the total cost 
of the project and the amount of the loan for which a guarantee 
is sought under this part, or the amount of the direct loan sought 
under this part, as the case may be. 

(b) The Secretary may approve such application only if— 
(1) there remains sufficient balance in the allotment deter-

mined for such State pursuant to section 622 to cover the 
amount of the loan for which a guarantee is sought, or the 
amount of the direct loan sought (as the case may be), in such 
application, 

(2) he makes each of the findings which are required by 
clauses (1) through (4) of section 605(b) for the approval of ap-
plications for projects thereunder (except that, in the case of 
the finding required under such clause (4) of entitlement of a 
project to a priority established under section 603(a), such find-
ing shall be made without regard to the provisions of clauses 
(1) and (3) of such section), 

(3) he finds that there is compliance with section 605(e), 
(4) he obtains assurances that the applicant will keep such 

records, and afford such access thereto, and make such reports, 
in such form and containing such information, as the Secretary 
may reasonably require, and 
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(5) he also determines, in the case of a loan for which a 
guarantee is sought, that the terms, conditions, maturity, secu-
rity (if any), and schedule and amounts of repayments with re-
spect to the loan are sufficient to protect the financial interests 
of the United States and are otherwise reasonable and in ac-
cord with regulations, including a determination that the rate 
of interest does not exceed such per centum per annum on the 
principal obligation outstanding as the Secretary determines to 
be reasonable, taking into account the range of interest rates 
prevailing in the private market for similar loans and the risks 
assumed by the United States. 
(c) No application under this section shall be disapproved until 

the Secretary has afforded the State agency an opportunity for a 
hearing. 

(d) Amendment of an approved application shall be subject to 
approval in the same manner as an original application. 

(e)(1) In the case of any loan to a nonprofit private agency, the 
United States shall be entitled to recover from the applicant the 
amount of any payments made pursuant to any guarantee of such 
loan under this part, unless the Secretary for good cause waives its 
right of recovery, and, upon making any such payment, the United 
States shall be subrogated to all of the rights of the recipient of the 
payments with respect to which the guarantee was made. 

(2) Guarantees of loans to nonprofit private agencies under this 
part shall be subject to such further terms and conditions as the 
Secretary determines to be necessary to assure that the purposes 
of this part will be achieved, and, to the extent permitted by sub-
section (f), any of such terms and conditions may be modified by 
the Secretary to the extent he determines it to be consistent with 
the financial interest of the United States. 

(f) Any guarantee of a loan to a nonprofit private agency made 
by the Secretary pursuant to this part shall be incontestable in the 
hands of an applicant on whose behalf such guarantee is made, and 
as to any person who makes or contracts to make a loan to such 
applicant in reliance thereon, except for fraud or misrepresentation 
on the part of such applicant or such other person. 

PAYMENT OF INTEREST ON GUARANTEED LOAN 

SEC. 624. ø291j–4¿ (a) Subject to the provisions of subsection 
(b), in the case of a guarantee of any loan to a nonprofit private 
agency under this part with respect to a hospital or other medical 
facility, the Secretary shall pay, to the holder of such loan and for 
and on behalf of such hospital or other medical facility amounts 
sufficient to reduce by 3 per centum per annum the net effective 
interest rate otherwise payable on such loan. Each holder of a loan, 
to a nonprofit private agency, which is guaranteed under this part 
shall have a contractual right to receive from the United States in-
terest payments required by the preceding sentence. 

(b) Contracts to make the payments provided for in this section 
shall not carry an aggregate amount greater than such amount as 
may be provided in appropriations Acts. 
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3 Clauses (i) through (v) probably should be redesignated as paragraphs (1) through (5), re-
spectively. See section 201 of Public Law 91–296 (84 Stat. 347). 

LIMITATION ON AMOUNT OF LOANS GUARANTEED OR DIRECTLY MADE 

SEC. 625. ø291j–5¿ The cumulative total of the principal of the 
loans outstanding at any time with respect to which guarantees 
have been issued, or which have been directly made, under this 
part may not exceed the lesser of— 

(1) such limitations as may be specified in appropriations 
Acts, or 

(2) in the case of loans covered by allotments for the fiscal 
year ending June 30, 1971, $500,000,000; for the fiscal year 
ending June 30, 1972, $1,000,000,000; and for each of the fiscal 
years ending June 30, 1973, and June 30, 1974. 

LOAN GUARANTEE AND LOAN FUND 

SEC. 626. ø291j–6¿ (a)(1) There is hereby established in the 
Treasury a loan guarantee and loan fund (hereinafter in this sec-
tion referred to as the ‘‘fund’’) which shall be available to the Sec-
retary without fiscal year limitation, in such amounts as may be 
specified from time to time in appropriations Acts, (i) to enable him 
to discharge his responsibilities under guarantees issued by him 
under this part, (ii) for payment of interest on the loans to non-
profit agencies which are guaranteed, (iii) for direct loans to public 
agencies which are sold and guaranteed, (iv) for payment of inter-
est with respect to such loans, and (v) for repurchase by him of di-
rect loans to public agencies which have been sold and guaranteed. 
There are authorized to be appropriated to the fund from time to 
time such amounts as may be necessary to provide capital required 
for the fund. To the extent authorized from time to time in appro-
priation Acts, there shall be deposited in the fund amounts re-
ceived by the Secretary as interest payments or repayments of 
principal on loans and any other moneys, property, or assets de-
rived by him from his operations under this part, including any 
moneys derived from the sale of assets. 

(2) Of the moneys in the fund, there shall be available to the 
Secretary for the purpose of making of direct loans to public agen-
cies only such sums as shall have been appropriated for such pur-
pose pursuant to section 627 or sums received by the Secretary 
from the sale of such loans (in accordance with such section) and 
authorized in appropriations Acts to be used for such purpose. 

(b) If at any time the moneys in the fund are insufficient to 
enable the Secretary to discharge his responsibilities under this 
part— 

(i) 3 to make payments of interest on loans to nonprofit pri-
vate agencies which he has guaranteed under this part; 

(ii) 3 to otherwise comply with guarantees under this part 
of loans to nonprofit private agencies; 

(iii) 3 to make payments of interest subsidies with respect 
to loans to public agencies which he has made, sold, and guar-
anteed under this part; 
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(iv) 3 in the event of default by public agencies to make 
payments of principal and interest on loans which the Sec-
retary has made, sold, and guaranteed, under this part, to 
make such payments to the purchaser of such loan; 

(v) 3 to repurchase loans to public agencies which have 
been sold and guaranteed under this part, 

he is authorized to issue to the Secretary of the Treasury notes or 
other obligations in such forms and denominations, bearing such 
maturities, and subject to such terms and conditions, as may be 
prescribed by the Secretary with the approval of the Secretary of 
the Treasury, but only in such amounts as may be specified from 
time to time in appropriations Acts. Such notes or other obligations 
shall bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average market 
yield on outstanding marketable obligations of the United States of 
comparable maturities during the month preceding the issuance of 
the notes or other obligations. The Secretary of the Treasury is au-
thorized and directed to purchase any notes and other obligations 
issued hereunder and for that purpose he is authorized to use as 
a public debt transaction the proceeds from the sale of any securi-
ties issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under that Act, as 
amended, are extended to include any purchase of such notes and 
obligations. The Secretary of the Treasury may at any time sell any 
of the notes or other obligations acquired by him under this sub-
section. All redemptions, purchases, and sales by the Secretary of 
the Treasury of such notes or other obligations shall be treated as 
public debt transactions of the United States. Sums borrowed 
under this subsection shall be deposited in the fund and redemp-
tion of such notes and obligations shall be made by the Secretary 
from such fund. 

PROVISIONS APPLICABLE TO LOANS TO PUBLIC FACILITIES 

SEC. 627. ø291j–7¿ (a)(1) Any loan made by the Secretary to 
a public agency under this part for the modernization or construc-
tion of a public hospital or other health facility shall require such 
public agency to pay interest thereon at a rate comparable to the 
current rate of interest prevailing with respect to loans, to non-
profit private agencies, which are guaranteed under this part, for 
the modernization or construction of similar facilities in the same 
or similar areas, minus 3 per centum per annum. 

(2)(A) No loan to a public agency shall be made under this part 
unless— 

(i) the Secretary is reasonably satisfied that such agency 
will be able to make payments of principal and interest there-
on when due, and 

(ii) such agency provides the Secretary with reasonable as-
surances that there will be available to such agency such addi-
tional funds as may be necessary to complete the project with 
respect to which such loan is requested. 
(B) Any loan to a public agency shall have such security, have 

such maturity date, be repayable in such installments, and be sub-
ject to such other terms and conditions (including provision for re-
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covery in case of default) as the Secretary determines to be nec-
essary to carry out the purposes of this part while adequately pro-
tecting the financial interests of the United States. 

(3) In making loans to public agencies under this part, the Sec-
retary shall give due regard to achieving an equitable geographical 
distribution of such loans. 

(b)(1) The Secretary shall from time to time, but with due re-
gard to the financial interests of the United States, sell loans re-
ferred to in subsection (a)(1) either on the private market or to the 
Federal National Mortgage Association in accordance with section 
302 of the Federal National Mortgage Association Charter Act. 

(2) Any loan so sold shall be sold for an amount which is equal 
(or approximately equal) to the amount of the unpaid principal of 
such loan as of the time of sale. 

(c)(1) The Secretary is authorized to enter into an agreement 
with the purchaser of any loan sold under this part under which 
the Secretary agrees— 

(A) to guarantee to such purchaser (and any successor in 
interest to such purchaser) payments of the principal and in-
terest payable under such loan, and 

(B) to pay as an interest subsidy to such purchaser (and 
any successor in interest of such purchaser) amounts which 
when added to the amount of interest payable on such loan, 
are equivalent to a reasonable rate of interest on such loan as 
determined by the Secretary, after taking into account the 
range of prevailing interest rates in the private market on 
similar loans and the risks assumed by the United States. 
(2) Any such agreement— 

(A) may provide that the Secretary shall act as agent of 
any such purchaser, for the purpose of collecting from the pub-
lic agency to which such loan was made and paying over to 
such purchaser, any payments of principal and interest pay-
able by such agency under such loan; 

(B) may provide for the repurchase by the Secretary of any 
such loan on such terms and conditions as may be specified in 
the agreement; 

(C) shall provide that, in the event of any default by the 
public agency to which such loan was made in payment of prin-
cipal and interest due on such loan, the Secretary shall, upon 
notification to the purchaser (or to the successor in interest of 
such purchaser), have the option to close out such loan (and 
any obligations of the Secretary with respect thereto) by paying 
to the purchaser (or his successor in interest) the total amount 
of outstanding principal and interest due thereon at the time 
of such notification; and 

(D) shall provide that, in the event such loan is closed out 
as provided in subparagraph (C), or in the event of any other 
loss incurred by the Secretary by reason of the failure of such 
public agency to make payments of principal and interest on 
such loan, the Secretary shall be subrogated to all rights of 
such purchaser for recovery of such loss from such public agen-
cy. 
(d) The Secretary may, for good cause, waive any right of re-

covery which he has against a public agency by reason of the fail-
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ure of such agency to make payments of principal and interest on 
a loan made to such agency under this part. 

(e) After any loan to a public agency under this part has been 
sold and guaranteed, interest paid on such loan and any interest 
subsidy paid by the Secretary with respect to such loan which is 
received by the purchaser thereof (or his successor in interest) shall 
be included in gross income for the purposes of chapter 1 of the In-
ternal Revenue Code of 1954. 

(f) Amounts received by the Secretary as proceeds from the 
sale of loans under this section shall be deposited in the loan fund 
established by section 626, and shall be available to the Secretary 
for the making of further loans under this part in accordance with 
the provisions of subsection (a)(2) of such section. 

(g) There is authorized to be appropriated to the Secretary, for 
deposit in the loan fund established by section 626, $30,000,000 to 
provide initial capital for the making of direct loans by the Sec-
retary to public agencies for the modernization or construction of 
facilities referred to in subsection (a)(1). 

PART C—CONSTRUCTION OR MODERNIZATION OF EMERGENCY ROOMS 

AUTHORIZATION 

SEC. 631. ø291j–8¿ In order to assist in the provision of ade-
quate emergency room service in various communities of the Na-
tion for treatment of accident victims and handling of other med-
ical emergencies through special project grants for the construction 
or modernization of emergency rooms of general hospitals, there 
are authorized to be appropriated $20,000,000 each for the fiscal 
year ending June 30, 1971, and the next two fiscal years. 

ELIGIBILITY FOR GRANTS 

SEC. 632. ø291j–9¿ Funds appropriated pursuant to section 631 
shall be available for grants by the Secretary for not to exceed 50 
per centum of the cost of construction or modernization of emer-
gency rooms of public or nonprofit general hospitals, including pro-
vision or replacement of medical transportation facilities. Such 
grants shall be made by the Secretary only after consultation with 
the State agency designated in accordance with section 604(a)(1) of 
the Public Health Service Act. In order to be eligible for a grant 
under this part, the project, and the applicant therefor, must meet 
such criteria as may be prescribed by regulations. Such regulations 
shall be so designed as to provide aid only with respect to projects 
for which adequate assistance is not readily available from other 
Federal, State, local, or other sources, and to assist in providing 
modern, efficient, and effective emergency room service needed to 
care for victims of highway, industrial, agricultural, or other acci-
dents and to handle other medical emergencies, and to assist in 
providing such service in geographical areas which have special 
need therefor. 

PAYMENTS 

SEC. 633. ø291j–10¿ Grants under this part shall be paid in 
advance or by way of reimbursement, in such installments and on 
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such conditions, as in the judgment of the Secretary will best carry 
out the purposes of this part. 

PART D—GENERAL 

FEDERAL HOSPITAL COUNCIL AND ADVISORY COMMITTEES 

SEC. 641. ø291k¿ (a) In administering this title, the Surgeon 
General shall consult with a Federal Hospital Council consisting of 
the Surgeon General, who shall serve as Chairman ex officio, and 
twelve members appointed by the Secretary of Health, Education, 
and Welfare. Six of the twelve appointed members shall be persons 
who are outstanding in fields pertaining to medical facility and 
health activities, and three of these six shall be authorities in mat-
ters relating to the operation of hospitals or other medical facilities, 
one of them shall be an authority in matters relating to individuals 
with intellectual disabilities, and one of them shall be an authority 
in matters relating to mental health, and the other six members 
shall be appointed to represent the consumers of services provided 
by such facilities and shall be persons familiar with the need for 
such services in urban or rural areas. 

(b) Each appointed member shall hold office for a term of four 
years, except that any member appointed to fill a vacancy occurring 
prior to the expiration of the term for which his predecessor was 
appointed shall be appointed for the remainder of such term. An 
appointed member shall not be eligible to serve continuously for 
more than two terms (whether beginning before or after enactment 
of this section) but shall be eligible for reappointment if he has not 
served immediately preceding his reappointment. 

(c) The Council shall meet as frequently as the Surgeon Gen-
eral deems necessary, but not less than once each year. Upon re-
quest by three or more members, it shall be the duty of the Sur-
geon General to call a meeting of the Council. 

(d) The Council is authorized to appoint such special advisory 
or technical committees as may be useful in carrying out its func-
tions. 

CONFERENCE OF STATE AGENCIES 

SEC. 642. ø291l¿ Whenever in his opinion the purposes of this 
title would be promoted by a conference, the Surgeon General may 
invite representatives of as many State agencies, designated in ac-
cordance with section 604, to confer as he deems necessary or prop-
er. A conference of the representatives of all such State agencies 
shall be called annually by the Surgeon General. Upon the applica-
tion of five or more of such State agencies, it shall be the duty of 
the Surgeon General to call a conference of representatives of all 
State agencies joining in the request. 

STATE CONTROL OF OPERATIONS 

SEC. 643. ø291m¿ Except as otherwise specifically provided, 
nothing in this title shall be construed as conferring on any Federal 
office or employee the right to exercise any supervision or control 
over the administration, personnel, maintenance, or operation of 
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4 Section 644 was repealed by section 3(b) of Public Law 90–174. 

any facility with respect to which any funds have been or may be 
expended under this title. 

LOANS FOR CERTAIN HOSPITAL EXPERIMENTATION PROJECTS 

SEC. 643A. ø291m–1¿ (a) In order to alleviate hardship on any 
recipient of a grant under section 636 of this title (as in effect im-
mediately before the enactment of the Hospital and Medical Facili-
ties Amendments of 1964) for a project for the construction of an 
experimental or demonstration facility having as its specific pur-
pose the application of novel means for the reduction of hospital 
costs with respect to which there has been a substantial increase 
in the cost of such construction (over the estimated cost of such 
project on the basis of which such grant was made) through no 
fault of such recipient, the Secretary is authorized to make a loan 
to such recipient not exceeding 662⁄3 per centum of such increased 
costs, as determined by the Secretary, if the Secretary determines 
that such recipient is unable to obtain such an amount for such 
purpose from other public or private sources. 

(b) Any such loan shall be made only on the basis of an appli-
cation submitted to the Secretary in such form and containing such 
information and assurances as he may prescribe. 

(c) Each such loan shall bear interest at the rate of 21⁄2 per 
centum per annum on the unpaid balance thereof and shall be re-
payable over a period determined by the Secretary to be appro-
priate, but not exceeding fifty years. 

(d) There are hereby authorized to be appropriated $3,500,000 
to carry out the provisions of this section. 

DEFINITIONS 

SEC. 645. 4 ø291o¿ For the purposes of this title— 
(a) The term ‘‘State’’ includes the Commonwealth of Puerto 

Rico, Guam, American Samoa, the Trust Territory of the Pacific Is-
lands, the Virgin Islands, and the District of Columbia. 

(b)(1) The term ‘‘Federal share’’ with respect to any project 
means the proportion of the cost of such project to be paid by the 
Federal Government under this title. 

(2) With respect to any project in any State for which a grant 
is made from an allotment from an appropriation under section 
601, the Federal share shall be the amount determined by the 
State agency designated in accordance with section 604, but not 
more than 662⁄3 per centum or the State’s allotment percentage, 
whichever is the lower, except that, if the State’s allotment per-
centage is lower than 50 per centum, such allotment percentage 
shall be deemed to be 50 per centum for purposes of this para-
graph. 

(3) Prior to the approval of the first project in a State during 
any fiscal year the State agency designated in accordance with sec-
tion 604 shall give the Secretary written notification of the max-
imum Federal share established pursuant to paragraph (2) for 
projects in such State to be approved by the Secretary during such 
fiscal year and the method for determining the actual Federal 
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share to be paid with respect to such projects; and such maximum 
Federal share and such method of determination for projects in 
such State approved during such fiscal year shall not be changed 
after such approval. 

(4) Notwithstanding the provisions of paragraphs (2) and (3) of 
this subsection, the Federal share shall, at the option of the State 
agency, be equal to the per centum provided under such para-
graphs plus an incentive per centum (which when combined with 
the per centum provided under such paragraphs shall not exceed 
90 per centum) specified by the State agency in the case of (A) 
projects that will provide services primarily for persons in an area 
determined by the Secretary to be a rural or urban poverty area, 
and (B) projects that offer potential for reducing health care costs 
through shared services among health care facilities, through inter-
facility cooperation, or through the construction or modernization of 
free-standing outpatient facilities. 

(c) The term ‘‘hospital’’ includes general, tuberculosis, and 
other types of hospitals, and related facilities, such as laboratories, 
outpatient departments, nurses’ home facilities, extended care fa-
cilities, facilities related to programs for home health services, self- 
care units, and central service facilities, operated in connection 
with hospitals, and also includes education or training facilities for 
health professions personnel operated as an integral part of a hos-
pital, but does not include any hospital furnishing primarily domi-
ciliary care. 

(d) The term ‘‘public health center’’ means a publicly owned fa-
cility for the provision of public health services, including related 
publicly owned facilities such as laboratories, clinics, and adminis-
trative offices operated in connection with such a facility. 

(e) The term ‘‘nonprofit’’ as applied to any facility means a fa-
cility which is owned and operated by one or more nonprofit cor-
porations or associations no part of the net earnings of which in-
ures, or may lawfully inure, to the benefit of any private share-
holder or individual. 

(f) The term ‘‘outpatient facility’’ means a facility (located in or 
apart from a hospital) for the diagnosis or diagnosis and treatment 
of ambulatory patients (including ambulatory inpatients)— 

(1) which is operated in connection with a hospital, or 
(2) in which patient care is under the professional super-

vision of persons licensed to practice medicine or surgery in the 
State, or in the case of dental diagnosis or treatment, under 
the professional supervision of persons licensed to practice den-
tistry in the State; or 

(3) which offers to patients not requiring hospitalization 
the services of licensed physicians in various medical special-
ties, and which provides to its patients a reasonably full-range 
of diagnostic and treatment services. 
(g) The term ‘‘rehabilitation facility’’ means a facility which is 

operated for the primary purpose of assisting in the rehabilitation 
of disabled persons through an integrated program of— 

(1) medical evaluation and services, and 
(2) psychological, social, or vocational evaluation and serv-

ices, 
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under competent professional supervision, and in the case of 
which— 

(3) the major portion of the required evaluation and serv-
ices is furnished within the facility; and 

(4) either (A) the facility is operated in connection with a 
hospital, or (B) all medical and related health services are pre-
scribed by, or are under the general direction of, persons li-
censed to practice medicine or surgery in the State. 
(h) The term ‘‘facility for long-term care’’ means a facility (in-

cluding an extended care facility) providing in-patient care for con-
valescent or chronic disease patients who require skilled nursing 
care and related medical services— 

(1) which is a hospital (other than a hospital primarily for 
the care and treatment of mentally ill or tuberculous patients) 
or is operated in connection with a hospital, or 

(2) in which such nursing care and medical services are 
prescribed by, or are performed under the general direction of, 
persons licensed to practice medicine or surgery in the State. 
(i) The term ‘‘construction’’ includes construction of new build-

ings, expansion, remodeling, and alteration of existing buildings, 
and initial equipment of any such buildings (including medical 
transportation facilities) and, in any case in which it will help to 
provide a service not previously provided in the community, equip-
ment of any buildings; including architects’ fees, but excluding the 
cost of off-site improvements and, except with respect to public 
health centers, the cost of the acquisition of land. 

(j) The term ‘‘cost’’ as applied to construction or modernization 
means the amount found by the Surgeon General to be necessary 
for construction and modernization respectively, under a project, 
except that such term, as applied to a project for modernization of 
a facility for which a grant or loan is to be made from an allotment 
under section 602(a)(2), does not include any amount found by the 
Surgeon General to be attributable to expansion of the bed capacity 
of such facility. 

(k) The term ‘‘modernization’’ includes alteration, major repair 
(to the extent permitted by regulations), remodeling, replacement, 
and renovation of existing buildings (including initial equipment 
thereof), and replacement of obsolete, built-in (as determined in ac-
cordance with regulations) equipment of existing buildings. 

(l) The term ‘‘title,’’ when used with reference to a site for a 
project, means a fee simple, or such other estate or interest (includ-
ing a leasehold on which the rental does not exceed 4 per centum 
of the value of the land) as the Surgeon General finds sufficient to 
assure for a period of not less than fifty years’ undisturbed use and 
possession for the purposes of construction and operation of the 
project. 

FINANCIAL STATEMENTS 

SEC. 646. ø291o–1¿ In the case of any facility for which a 
grant, loan, or loan guarantee has been made under this title, the 
applicant for such grant, loan, or loan guarantee (or, if appropriate, 
such other person as the Secretary may prescribe) shall file at least 
annually with the State agency for the State in which the facility 
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is located a statement which shall be in such form, and contain 
such information, as the Secretary may require to accurately 
show— 

(1) the financial operations of the facility, and 
(2) the costs to the facility of providing health services in 

the facility and the charges made by the facility for providing 
such services, 

during the period with respect to which the statement is filed.  
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